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e. Organizational contracts, agreements, under- 
standings or arrangements with a foreign interests). 

/. Organizational indebtedness to foreign interests. 

g. Organizational income derived from Communist 
countries or income in excess of 10 percent of gross 
income from non-Communist foreign interests. 

h. Five percent or more of any class of the 
organization’s securities are held in "nominee shares” 
in “street names” or in some other method which does 
not disclose the beneficial owner of equitable title. 

i. The organization has interlocking directors with 
foreign interests. 

j. Citizens of foreign countries are employed by or 
who may visit the facility(s) in a capacity which may 
permit them to have access to classified information 
(excluded are cleared immigrant aliens). 

k. The organization has other foreign involvement 
not otherwise covered. 

2-203 Procedures 

a. If any of the factors outlined in paragraph 2-202 
are present, the facility may not be issued a facility 
security clearance by the cognizant security office 
except as provided for below. The cognizant security 
office may issue a facility security clearance in the 
following types of cases provided there is a favorable 
finding by the Director of Industrial Security and 
provided further the elements of FOCI do not stem 
from a Communist country. The types of cases where 
this authority is delegated are: 

(1) If the foreign interests own or have beneficial 
ownership in less than five percent of the contractor’s 
voting stock and such minority holdings do not enable 
the foreign interest to control the appointment and 
tenure of any of the contractor’s OODEPs or other- 
wise exercise control or influence. 

(2) If the interlocking directorate which exists 
with a foreign interest pertains only to a firm which 
is represented by (i) a cleared OODEP of the U.S. 
contractor or (ii) an official of the U.S. contractor 
who does not require access to classified information, 
provided the firm certified that such official can be 
effectively excluded from access and does not occupy 
a position that would enable him to affect adversely 
the contractor’s policies or practices in the perfor- 
mance of classified contracts for the User Agencies. 

(3) If licensing, patent, sales or trade secret 
agreements exist or are entered into with any foreign 
interest, including a subsidiary of the contractor, the 
contractor’s SPP includes adequate provisions to 
insure that representatives of the foreign interest 
who are parties to such agreements shall be effective- 
ly denied access to all classified records, information, 
and material and to controlled areas. In all such cases 
the contractor shall be informed of his obligation to 
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comply with the State Department’s ITAJR as it 
pertains to such agreements with foreign interests. 
However, if because of the nature or the number of 
licensing agreements with foreign interests, the 
cognizant security office concludes that the facility 
may be under FOCI, within the meaning of para- 
graph 2-2016, a facility security clearance shall not be 
issued, and the case shall be referred to the Director 
DIS, ATTN: Director for Industrial Security through 
the Region Director in accordance with paragraph 6, 
below. 

(4) If financial support from foreign sources 
consists only of income from non-Communist coun- 
tries and does not exceed 10 percent of gross income. 

6. All cases, except as provided for in paragraphs 
a(l) through (4) above, shall be referred to the 
Director DIS, ATTN: Director for Industrial Security 
for determination as to eligibility for a facility 
security clearance. The facility case file shall be 
documented to set forth the elements of FOCI, and, 
m addition, shall contain the contractor’s proposed 
plan of action designed to divest itself of the FOCI or 
a notation that the facility does not desire to submit 
such a plan. The case file shall also contain the 
cognizant security office's evaluation, and recommen- 
dation and opinion of counsel. If legal advice is 
Required in the processing of the case, the Director of 
industrial Security should consult with the office of 
'ounsel of the DCASR servicing the area. 

c. The Director, DIS, will cause a review to be made 
vf the case Based upon the review, the Director, DIS, 
v ill make a determination as to whether the facility 
h under FOCI. This authority may be delegated to 
Ihe Director for Industrial Security HQ DIS, (or his 
deputy), except however, in the following categories 
\ f . cases the authority may not be delegated. 

(1) Stock ownership by foreign interests in excess 

t f 2QjBS rcent. 

(2) Stock ownership by foreign interests where a 
Noting Trust Agreement is necessary to isolate the 
beared facility. 

(S) Foreign indebtedness exists amounting to 15 
percent or more of the net assets of the corporation, ” 
where over four percent of the stock in the U.S. 
eirporation has been pledged as collateral, or foreign 
iiterests have options to acquire stock. 

W More than five percent income is derived 
bom Communist countries. 

d. In any case where there is a reasonable doubt as 
b whether the degree of FOCI is such that a 
nasonable basis exists for concluding that compro- 
nise of classified information may result, the Direc- 
tor, DIS, shall forward the ease with appropriate 
recommendations to the DUSD(Policy Review), 
ATTN: DSP&P for final determination. 
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